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TAX NEWS
ALBERTA R. CRARY, Whittier, Calif.
1946 Tax Reduction Law— 
Revenue Act of 1945
The new Revenue Act effective on in­
comes received after January 1, 1946 brings 
the first reduction in taxes since taxes be­
gan increasing in 1932.
New withholding tax tables went into 
effect with the first payroll period ending 
after January 1, whereby the wage earners 
take-home pay is slightly increased.
Samples of the reductions in withhold­
ing rates are:
Number of
Wages Earned withholding exemptions
Per Week 0 1 2 3 4
$25 4.40 2.50 .70 0 0 1946
$25 5.00 3.10 1.10 .40 .40 1945
$50 8.80 6.80 5.00 3.20 1.30 1946
$50 10.30 8.20 6.30 4.40 2.50 1945
$75 13.40 11.40 9.40 7.30 5.50 1946
$75 15.80 13.70 11.60 9.50 7.50 1945
The tax withheld will total the amount 
of tax due on the above wage brackets in 
the Optional Tax Table for 1946, with a 
refund of approximately $3.00 due the tax­
payer in each example shown.
Tax reductions on individual incomes 
for 1946 are:
Normal tax: Rate the same—3%. Exemp­
tions—$500 for the taxpayer and $500 for 
each exemption claimed, the same exemp­
tion as used in computing surtax.
Surtax: Rate reduced 3% on each surtax 
bracket. If the surtax net income is under 
$2,000.00, the rate is 17% instead of 20% 
used in 1945. The 1946 rate on surtax net 
income in excess of $200,000 will be 88%. 
The 1945 rate on this bracket was 91%.
Overall reduction: 5% of the total nor­
mal tax and surtax shall be deducted to 
arrive at the net amount of tax to be paid.
An example of the tax due from a tax­
payer having an adjusted gross income of 
$10,000 in both years appears at the bottom 
of the page.
The 1946 rates give a net saving of 
$376.50, or slightly less than 16%.
Accountants engaged in public work will 
have to use both years’ rates in preparing 
income tax returns to be filed before 
March 15. The 1945 rates will apply to the 
final returns, form 1040, for the year 1945. 
On the first estimated tax return for 1946, 
due March 15, the new rates will apply.
The government has mailed out the 
forms for the 1946 estimate of tax, 1040- 
ES. On the back of the declaration is the 
Optional Tax Table for 1946, and 1946 
rates (Combined Normal Tax and Surtax 
before 5 percent reduction).
Taxes have started down in 1946. The 
years 1944-1945 have been the peak years 
for income tax rates. It will be interesting 
to watch possible future deductions in 
taxes. Is it possible that they will go back 
to the rates charged in 1932? A look at 
what the taxpayer whom we dealt with in 
the examples for 1945 and 1946 would 
have paid under the Revenue Act of 1932 
is quite enlightening. We shall assume that 
the net income of the taxpayer is $10,000: 
Example:
Net income  ..................  $10,000
Personal exemption .................. 2,500
$ 7,500 
Normal tax—4% on $4,000....... $160.00
“ “ 8% on $3,500....... 280.00
440.00
Surtax ..........    40.00
Total tax under Revenue Act 
of 1932 ...................   $480.00
1946
Adjusted gross income................................. $10,000.00












$ 1,875.00 $ 2,130.00
255.00 270.00
Less 5%..................... .............. ........... ...........
Total tax...................................................
2,130.00 2,400.00
106.50
$2,023.50 $2,400.00
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